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PAT QUINN ANDREW RORON

Yirector
Governor {Yirectos

August 5, 2013

Via Imail and Certified Mail
*Return receipt requested

Rachel M. Pattison

Associate Counsel

Commercial Markets Claim Compliance
The Hartford Financial Services Group, Inc.
Law Department, Mailstop T-9-106

One Hartford Plaza

Hartford, CT 06155

RE: Market Conduct Examination of the Hartford Companies

Dear Ms. Pattison:

Please find enclosed a revised report of the Market Conduct Examination of the Hartford
Companies with August 1, 2010 through July 31, 2011 being the period covered by the
examination and revised proposed Stipulation and Consent Order.  The Department has
considered  Hartford Companies™ response as it regards seven files in the Homcowners
Nonrenewals Survey and has determined that the seven files shall remain criticized and the ¢lass
criticism issued under 215 ILCS 5/143.27 shall remain in this survey. This Section requires that
a policyholder be provided a notice of a need to repair defects in insured property or relevant
portion thereof and a reasonable time to repair prior to the issuance of a nonrenewal notice
whenever a needed repair, defect, or a rehabilitation matter is referenced. This Section does not
fimit itself’ in application to defects due to prior losses. The Department does not find the
correspondence included in the seven files referenced by the Hartford Companies constitutes a
notice of a need to repair defects because the correspondence does not instruct the policyholder

to-repatr-defects—Thos this portton of the report will remain unaltered.

Please provide any rebuttals, or the signed Stipulation and Consent Order, to the
undersigned by close of business, Friday, August 16, 2013. I the event that the Hartford
Companies ¢lect to sign the Stipulation and Consent Order. please sign and return both copies.

122 8. Michigan Ave., 18" Floor
Chicage, Hiincls 80603
(312) 814-2420
Be Phsuranes Moo gov



The Director wil sign both copies and a fully executed copy will be returned to you for your
records.  Note that the Stipulation and Consent requires prool of compliance with Orders |
through 39 and payment of a civil forfeiture in the amount of $50,000 within 10 days of the
receipt of the fully executed Stipulation and Consent Order.

Once the report of examination has been filed, the exam report, the company’s rebuttal, if
any, and corresponding Orders (if applicable) are public documents under the Freedom of
Information Act (5 1LC'S FO/T er el y and may be-posted on the Department’s website, In the
event of a formal hearing, the record of the hearing, the Hearing Officer Recommendations and
the Director’s final Order age also public documents and may be posted on the Department’s
website. Please contact me if you have any questions. | may be reached at 312-814-541.

Sénccr‘c[y,. _
d/\«-me }4;1@‘2{’? %ﬂx f/@%

Anne Marie Skallerup
Assistant General Counsel
AnneMuarie, Skallerupiillineis.gav

122 8. Michigan Ave., 19" Flgor
Chicago, finois 80603
(312) 814-2420
bitp Mipsurance, 0I5 gov
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Hartford Insurance Company of llinois
Property & Casualty Insurance Company of Hartford
Sentinel Insurance Company
Trumbull Insurance Company
Hartford Fire Insurance Company
Hartford Underwriters Insurance Company
‘Twin City Fire lnsurance Company
Hartford Casualty Insurance Company
Hartford Accident and Indemnity Company
Hartford Insurance Company of the Midwest
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MARKET CONDUCT | XAMINATION REPORT
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I SUMMARY

*All Companics examined d uring the course of this Fxamination will be collectively referred to
as “The Hartford™,

)

The Hartford was criticized under 215 1L.CS 5/143.14 for failing to maintain proof
of mailing of the notice of cancellation,

A General Trend Criticism was issued in the Private Passenger Auto
Cancellations Survey,

The Hartford was criticized under 215 1LCS 5/143.19 for canceling policies
which had been in effect 60 days for reasons other than permitied.

A General Trend Criticism was issued in the Private Passenger Auto
Cancellations Survey,

The Hartford was criticized under 215 11.CS 5/143.17 for failing to maimain proof
of mailing of the notice of nonrencwal and/or failing to provide a specific
explanation of the reasons for nonrenewal.

A General Trend Criticism was issued in the Private Passenger Auto Nonrenewals
Survey.

The Hartford was criticized under 215 1LCS 5/143.14 for failing to maintain proof

of mailing of the notice of cancellation.
A General Trend Criticism was issued in the Homeowner Cancellations Survey.

The Hartford was criticized in the Homeowner Cancellation Survey under 215
ILCS 5/143.27 for faj ling to provide the named insured a notice of need to repair
and/or a reasonable period of time in which to make repairs prior to canceling the
Homeowner policy.

The Hartford was criticized under 215 1L,CS 5/143.27 for failing to provide the
named insured a notice of need to repair and/or a reasonable period of time in
which to make repairs prior {o nonrenewing the Homeowner policy.

A Class Criticism is applicable in the Homeowner Nonrenewals Survey.

The Hartford was criticized under 215 1L.CS 5/143.17 for failing to maintain
proctefmailing of the MOYCE O ionrenewal and/or failing to provide the insured

a specific explanation of the reasons for nonrenewal,

A General Trend Criticism was issued in the Homeowner Nonrenewals Survey.
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10.

.

12,

16.

The Hartford was criticized under 215 TLCS 5/143 .21 for canceling policies
which had been in effect 60 days or more for reasons other than permitted.

A General Trend is applicable in the Pwelling Fire Cancellations Survey.

The Hartford was criticized under 2ISTLCS 5/143.14 for failing to maintain proof
ol'mailing of the notice of cancellation.

A General Trend Criticism wag issued in the Dwelling Fire Cancellations Survey.

The Hartford was criticized in the Dwelling Fire Nonrencwals Survey under 215
ILCS 5/143.27 for failing to provide the named insured a notice of need 1o repair
and/or a reasonable period of time in which to make repairs prior to nonienewing
the Dwelling I'ire policy.

The Hartford was criticized under 215 1LCS 5/143.21.1 for nonrenewing policies
which had been effective or rencwed five (5) or more years for reasons other than
permitted or fai ting to provide 60 days notice.

A General Trend is applicable in the Dwellin g I'ire Nonrenewals Survey.

The Hartford was criticized under 215 1LCS 5/143.17 for failing to maintain proof
of mailing of the notice of nonrenewal.

A General Trend Criticism was issued in the Dwelling Fire Nonrenewals Survey,

The Hartford was criticized under 215 1LCS 5/ 141.02(3) for terminating the
producer with no proof of mailing of the notice of termination or no mutually
signed agreement,

A Class Criticism is applicable in the Producer Terminations Survey,

The Hartford was criticized under 50 11l. Adm. Code 754,10 for failing to follow
the rules filed with the Hlinois Department of Insurance creating three (3)
overcharges totaling $45.00 annually and two (2) undercharges totaling $169.00
annually. The criticism was issued in the AARP privale passenger automobile
new business survey, The overcharges were refunded.

The Hartford was criticized under 50 L Adm. Code 754.10 for failing 1o follow

the rulesfiled-with-thet mois Department of Insurance creating nine (9)
overcharges totaling $13.00 annually and 15 undercharges totaling $831.00
annually. The overcharges were refunded.

A General Trend Criticism was issued in the non-AARP Private Passenger
Automobile New Business Survey.
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17.

18.

19.

20.

21,

22

23.

The Hartford was criticized under 215 1LCS 5/132¢2) for failing to provide
applications as requested. Independent agents are charged with maintaining
applications (both AARY and non-AARP),

A General Trend Criticism was issued in the Homeowner New Business Survey.

The Hartford was criticized under 25 TLCS 3/805.1 for failing to provide mine
subsidence coverage in those counties requiring the coverage unless waived in
writing. Failure to provide that coverage created two (2) undercharges totaling
$187.00 in the Homeowner New Business Survey.

The Hartford was criticized under 50 1. Adm. Code 754.10 toy faiting to follow
the rules filed with the inois Department of Insurance creating three (3)
overcharges totaling $33.00 annually and two (2) undercharges totaling $267.00
annually. The criticism was issued in the AARP homeowner new business
survey. The overcharges were refunded.

The Hartford was criticized under 30 11l Adm. Code 754.10 for failing to follow
the rules filed with the Illinois Department of Insurance creating six (6)
overcharges totaling $369.00 annually and two (2) undercharges totaling $27.00
annually, The overcharges were refunded. The criticism was issued in the non-
AARP Homeowner New Business Survey.

The Hartford was criticized under 215 [LCS 5/805.1 for failing to provide mine
subsidence coverage in those countics requiring the coverage unless waived in
writing by the insured. Failure W provide that coverage created six (6)
undercharges totaling $365.00.

A General Trend Criticism was issued in the AARP dwelling fire new business
survey and the non-AARP Dwelling Fire New Business Survey,

The Hartford was criticized under 50 T Adm. Code 754.10 for failing to follow
the rules filed with the 1llinois Department of Insurance creating four (4)
overcharges totaling $4.00 annually and six (6) undercharges totaling $6.00
annually.

A General Trend Criticism was | ssued in the AARP Dwelling Fire New Business
Survey,

The Hartford was criticized under 50 |11, Adm. Code 753.10 for tailing 1o file an

endorsement ysed.

A Class Criticism was issued in the non-AARP Dwelling Fire New Business
Survey,

6
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26.

27.

29.

30.

The Hartford was criticized under 50 HE Adm. Code 754.10 for failing to follow
the rules filed with the Hlinois Department of Insurance creating undetermined
overcharges and undercharges.

A Class Criticism was issued in the non-AARP Dwelling Fire New Business
Survey,

The Hartford was criticized under 215 1L.CS 5/132(2) for failing to provide
applications as requested. Independent agents are charged with maintaining
applications.

A General Trend Criticism was issued in the non-AARP Dwelling Fire New
Business Survey.

The Hartford was criticized in the Private Passenger Auto First Party Closed
Without Payment Survey under 50 1, Adm. Code F9.50(a)( 1y for fai ling to
include the Availability of the Department of Insurance on the denial letter
provided the insured.

The Hartford was criticized under 50 I, Adm. Code 91 9.80(b}2) for failing to
provide the insured with a reasonable written explanation for the delay when the
claim remained unresolved in excess of 40 calendar days or the explanation
tailed to be reasonable, timely, or include the Availability of the Department of
Insurance.

A General Trend Criticism is applicable in the Private Passenger Auto First Party
Closed Without Payment Survey.

The Hartford was criticized under 30 Til. Adm. Code 9] 9.80(h)(3) for fatling to
provide the third party with a reasonable written explanation for the delay when
the claim remained unresolved for more than 60 days.

A General Trend Criticism is applicable in the Private Passenger Auto Third Party
Median & Paid Survey.

The Hartford was criticized under 50 1l Adm. Code 919.50(a)(2) for tailing to
provide an explanation that was reasonable in the denial letter provided the third
party.

A General Trend is applicable in the Private Passenger Auto Third Party Closed
Without Payment Survey.

3.

The Hartford was eriticized under 50 Hi. Adm. Code 9] 9.80(b)3) when the claim
remained unresolved for more than 60 days for Yailing to provide the third party
with a reasonable written explanation for the delay, the explanation was sent late,
or the Availability of the Department of insurance was not included.

T T ——



36.

37.

A Greneral Trend is applicable in the Private Passenger Auto Third Party Closed
Without Payment Survey.

The Hartford was criticized under 215 ILCS 5/154.6(c) and as defined in 50 1.
Adm. Code 919.40 when failing to make a bonafide effort to contact a third party
when lability was reasonably clear. The company reopened the lile and made
contact with the third party resulting in a payment of $14,015.35 to the third
party.

The Hartford was criticized under 50 111, Adm. Code 919.80(¢) for failing to
provide the required minimum information in the Exhibit A provided to insureds
who had experienced a total loss, The correction was made during the
examination.

A Class Criticism was issued in the Private Passenger Auto Total Loss — First
Party Survey.

The Hartford was criticized under 50 1L Adm. Code 94 9.80(cH3WANI) for failing
to reimburse the applicable transfer and/or title fees for the replacement vehicle
resulting in 24 overpayments total ing $2,763.84 and two (2) underpayments
totaling $136.40, Reimbursemens have been made for the underpayments.

A Class Criticism was issued in the Private Passenger Auto Total Loss - First
Party Survey.

The Hartford was criticized under 50 111, Adm. Code 919.80(b)2) for tailing to
provide the insured with a reasonable written explanation for the delay when the
claim remained unresolved in excess of 40 calendar days or the explanation
failed 1o be reasonable.

A General Trend is applicable in the Private Passenger Auto Total Loss — First
Party Survey.

The Hartiord was criticized under 50 111 Adm. Code 919.30(¢c) for failing to have
documentation (bill of sale and/or information on taxes/fees) of the replacement
vehicle purchased by the insured.

A General Trend Criticism was jssued in the Private Passenger Auto Total Loss -
First Party Survey.

The Hartford was criticized for making two (2) claim overpayments lotaling

38.

$44.50.

The Private Passenger Auto First Party payment median was five (3)days. The
Private Passenger Auto Third Party median payment was 17 days with arbitration,
subrogation and litigation files inctuded, and 12 days when excluded.



39.

40.

41.

42

44,

45.

46.

The Hartford was criticized under 50 11 Adm. Code 9] 9.80(d) 7)(B) for failing
Lo provide the insured with 4 reasonable wrilten explanation lor the delay when
the claim remained unresolved in excess of 75 calendar days from the date the

loss was reported.

A General Trend Criticism is applicable in the Homeowner Median & Paid
Survey,

The Hartford was criticized under 50 1. Adm. Code 9] Y.80(d)7xB) for fatling
to provide the insured with reasonable written explanation for the delay when
the claim remained unresolved in excess of 75 calendar days from the date the
loss was reported.

A General Trend Criticism is applicable in the Homeowner Closed Without
Payment Survey.

The Homeowner payment median was 16 days.

The Hartford was criticized under 50 111, Adm. Code 919.80(d)(7X(B) for failing
to provide the insured with a reasonable writlen explanation for the delay when
the claim remained unresolved in excess of 75 calendar days from the date the
loss was reported.

A General Trend Criticism is applicable in the Dwelling Fire Median & Paid
Survey.

The Dwelling Fire Payment median was 12 days.

The Hartford was criticized in the Department Complaints Survey under 50 111,
Adm. Code 926.50 for failing to maintain its complaint log as outlined in Exhibit
A and as defined in Exhibit B.

The Hartlord was criticized in the Consumer Complaints Survey under 50 1.
Adm. Code 926.50 for failing to maintain its complaint log as outlined in Exhihit
A and as defined in Fxhibit B,

The Hartford was criticized under 215 11.CS 5/143d for failing to provide a
wrilten response to written inquiries and complainis from policyholders and to

provide that written response within 21 days,

A Class Criticism was issued in the Consumer Complaints Survey,

In addition to the above, the-examine provides tese Thlerrelated Findings:

47,

The Hartford was criticized for Failing to provide delay letters as required by and
as outlined in 50 . Adm. Code 919.80(b)2), 50 1l. Adm. Code 919.80(b)(3).
and 50 1. Adm. Code 9] 9. 80(dN7)RB).

9
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48.

49.

A General Trend Criticism is applicable for the following surveys: Private
Passenger Auto Closed Without Payment (First Party Auto C.W.P.), Private
Passenger Auto Third Party Median and Paid. Private Passenger Auto Third Party
Closed Without Payment {Third Party Auto C.W.P.). Private Passenger Auto
Total Losses, Homeowner Median & Paid, Homeowner Closed Without Payment
(Homeowner C.W Py, and Dwelling Fire Median & Paid.

# ol times delay # ol times not sent

Survey letter was due or sent incorrectly
First Party Auto Median & Paid 0 N/A
First Party Auto C.W.P, 33 8
Third Party Auto Median & Paid 12 3
Third Party Auto C.W.p 37 5
Total Losses 13 3
Homeowner Median & Paid 9 1
Homeowner C. W p, 4 I
Dwelling Fire Median & Paid 4 2
Dwelling Fire C.W.p. 0 N/A
112 23

113

When policies covering property were canceled or nonrenewed due to rehab
issues, the company failed to offer time 10 repair defects in the property, or did so
improperly, prior to sending the termination notice as is required by and as
outlined in 215 ILCS 5/143 27 The company was in violation 75 of 75 times
(100%),

The company was criticized in the Homeowner Cancellation and Dwelling Fire
Nonrenewal surveys. A Class Criticism is applicable for the Homeowner

Nonrenewal survey.

# times policies

terminated # times in violation
Survey due 10 rehab ol 215 1L.CS 5/143.27
Homeowner Cancel lations ! I
Homeowner Nonrenewals 23 23
Dwelling Fire Nonrenewals 1 1
25 25

When issuing homeowner or dwelling fire policies in which the property is

located-in-amine Subsidence county, the company is required by 215 1S
5/805.1 10 issue the policy with mine subsidence coverage unless waived in
writing by the insured. The company lailed to do so in eight (8) of 56 instances
(14.29%),

10
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A General Trend Criticism is applicable in the following survey: AARP Dwelling
Fire New Business.
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BACKGROUND

All underwriting personnel are employed by Hartford Financial Services Group, Inc. All
claims personnel are employed by Hartford Fire Insurance Company and handle ¢laims
regardless of which Hartford company has issued the insured a policy.

* New automobile business is currently written by:

Trumbull Insurance Company (AARP- Consumer Direet)

Hartford Fire Insurance Company (AARP- Independent Agents)

Hartford Underwriters Insurance Company (Non-AARP-Consumer Direct)
Twin City Fire Insurance ¢ ompany (Non-AARP ~ Independent Agents)

* The lollowing companies include only renewal auto policies:

Harford Insurance Company of Ulinois (AARP-Independent Agents)

Property & Casualty Insurance Company of Hartlord (AARP-Consumer Direct)
Hartford Insurance Company of the Midwest (AARP-Consumer Direct)
Hartford Aecident and Indemnity Company (Non-AARP-Consumer Direct)
Hartford Casualty Insurance ¢ ompany (Non-AARP-Independent Agents)
Sentinel Insurance Company ( Non-AARP-Independent Agent)

* New homeowner business is currently written by:
Trumbull Insurance C ompany (AARP — Consumer Direct)
Hartford Casualty Insurance Company (AARP -~ Independent Agents)
Hartford Insurance Company of the Midwest (Non-AARP- Consumer Direct)
Hartford Accident and Indemnity Insurance Company (Non-AARP-Independent
Agents)

» From August 1, 2010 to April 2, 2011, homeowner new business was written by:

Property and Casualty Insurance Company of Hartford (AARP-Consumer Dircet)
Sentinel Insurance Company (Non-AARP-Independent Agents)

* The following companies include only renewal homeowner policies:

Hartford Underwriters Insurance Company (AARP-Consumer Direct)
Hartford Insurance Company of Hinois ( Non-AARP-Independent Agents)

* Dwelling Fire new business and renewals are written hy:

Fartford Underwriters Insurance ¢ ompany (AARP-Consuner Direct)
Hartlord Casualty Insurance Company (Non-AARP-Independent Agents)
Hartford Fire Insurance Company (Non-AARP-Independent Agents)
Hartford Insurance Company of Hlinois ( Non-AARP-Independent Agents)

12



The following companies were reviewed:

HARTFORD INSURANCE COMPANY OF ILLINOIS

Hartford Insurance C ompany of Hinois (“the ¢ ompany”) commenced business on
January 1, 1980 following incorporation as 3 casualty msurer on November 5 , 1979,
The Cemp.;my changed its home office [rom Naperville, [llinois to Aurora, !Ilmots on
September 15, 2000).

2011 State Page Fxhibit — 019

Direct T ( Direct Hﬁﬁg?)u;a_fc;;;% T-;ru,t losses |
premiums | premiums paid ] incurred
______________  Written | earned 1 %__Mw__ﬁj R
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EINE: Private 7,947,360 I 8547418 | 3 53, 851 | 3, 053 851 1
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physical damage | i — ___J_ _ _M_l I

PROPERTY & CASUALTY INSURANCE COMPA

The Company was incor porated on May 4, 1989 unde

and commenced business on January 1, 1994,
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r the laws of the State of Indiana

Sim—
Dnut losses
incurred

|
i

I

OlFie 17 0 - 24
04 Homeownors } 21013957 | 3305, A84 | 15064340 1 T30 647,653 j
| multiple perit | B o WL R ’ e
19.2 Other 7.337.633 7.837.790 | 4.584.707 4,542.183 1

passenger auto
physical nysical damage |

aulo habihity B )
21.1 Private 4770301

T i N A

g

T s005383 T
|
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SENTINEL INSURANCE COMPANY

In 1963, Hartford Fire Insurance Company acquired Pacific Insurance Company, Limited
and its subsidiary. Sentinel Insurance Company, 1.td. On October 14, 1999, Sentinel
Insurance Company, 1td. was redomesticated from the State of lawai; to the State of
Connecticut. At that time, its name was changed from Sentinel Insurance Company of
Connecticut to Sentine! Insurance Company, Ltd.

T I Direct premiums | Direet " Direct losses | Direet Tosses
Written premiums paid incurred

e learned ] P
Olfie | 0 1 % PR N N
04 Homeowners 10,058,092 11,222 48] 8,342,027 9,222,280
Amultiplepertt | YT T R S
19.2 Other 3,537,194 3.944.854 3,416,674 3,140,805
private passenger

Lauto liability | e
21.1 Private 2.183.779 2.477.638 1,227.929
passengcr auto
_Physical damage |

TRUMBULL INSURANCE COM PANY

Trumbull Insurance Company was incorporated on October L0, 1986 under the laws of
the State of Connecticut and commenced business on December 30, 1986,

Formerly, Hartford Insurance Company of Connecticut, the name was changed to
Trumbull Insurance Company in April 1992, Trumbull Insurance Company is the
surviving corporation of a merger with Hartford Insurance Company of Alabama, an
Alabama corporation incorporated in August 1979,

2011 State Page 1ixhibit — 019

o Divect premiums flv)irect [ Direct Tosses f{)irect losses ﬁf
Written premiums | paid | incurred |

e N N cmjeamed o S
71 P IO N S S N M S |
04 Homeowners 1,851,227 634260 HI8-753 i 33,982 |
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private passenger |

(Autofiability | | [ N
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HARTFORD FIRE INSURANCE COMPANY

The Company derives its corporate existence and powers from a charter granted in May
1810 by the General Assembly of the State of Connecticut. From 1970 until 1995, the

-
*

Company was a subsidiary of I''T Corporation. From December 20, 1

995, until the

present time, the Company has been an affiliate of The Hartford Financial Services

Group, Inc., a publicly traded Company on the NYSE.

2011 State Page Fxhibit - (19

01 Fire |

| 04 Homeowners 194037 1
multiple peril

private passenger
| auto liability

e I T T P s S

B Direct premiums | Direct Direct losses
Written premiums paid
e carned o

180503 TTTIS29% T 308
93,137 147,412

incurred

HARTFORD UNDERWRITERS INSURANCE COMPANY

The Company was incorporated by the State of Connecticut on December 22, 1987

pursuant to Connecticut General Statutes, Section 33-236.

On July 1, 1988, New York Underwriters Insurance Company, a New York domiciled
corporation was merged into the Company and changed its name to Hartlord
Underwriters Insurance Company. New York Underwriters was incorporated on August

i, 1925, and began business on January 1, 1926,

2011 State Page Exhibit — 019
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_auto liability
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el L o L w
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_auto liability ]
21.1 Privaie 530.967

passenger auto

Lphysical damage |

N U

435381

TWIN CITY FIRE INSURANCE COMPANY

The original Company was imcorporated

on July 10, 1910 under the laws ol Minnesota
and began business in April 1913, The Company was acquired by the Hartford Fire
Insurance Company in February 1921, A new company, “Twin City Fire Insurance
Company of Indiana.” was incorporated on March 1987 with the intent of merging the
original Company into the new. On July 1, 1987 the two companies were merged with
the resultant change of domicile to the State of Indiana. Effective on the merger date the
new Company changed its name by dropping “of Indiana.”

2011 State Page Exhibit - 010

private passenger J

21.1 Private

i 4.213,404
passenger auto |
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HARTFORD CASUALTY INSURANCE COMPANY

The Company was incorporated under the laws ol New Je

Company of New Jersey™ and commenced busine

was changed to “Iartford Casualty Insurance Company™

A new company, “Hartford Casualty Insurance Company
on March 5, 1987, with the intent of merging the tweo-com

rsey as “Citizens Insurance

ss ont December 31, 1929, The name

n November 1971,

ol Indiana™, was incorporated

panies—Effective July T, 7987

he tWo companies were merged with the

resultant change

ol domicile to Indiana.

Effective on the merger date the new company changed its name by dropping “or

Indiana™.
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HARTFORD ACCIDENT AND INDEMNITY COMPANY

The Company was mcorporated on August 12, 1913 under the laws of Connecticut and
commenced business the same day. A restated charter was accepted by shareholders in

1966,
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METHODOLOGY

The Market Conduct examination places emphasis on evaluating an insurer’s
systems and procedures in dealing with insureds and claimants.

The following categories are the general areas examined:

1. Risk Selection
2. Underwriting
3. Claims

4, Complaints

The review of these categories is accomplished through examination of individyal
underwriting and claim files, written interrogatories, interviews with company personnel,
analysis of policy forms and endorsements, and verification of computer rating accuracy.
Each of these categories is examined for compliance with Department Rules and
Regulations and applicable State law.

The report concerns itself with improper practices performed with such trequency as to
indicate general husiness practices. Individual files criticized are identified and
communicated to the insurer but not cited in the report il not indicative of a general trend,
except if there were underpayments and/or Overpayments in claim surveys or
undercharges and/or overcharges in underwriting surveys.

The lollowing methods were used to obtain the required samples to assure methodical
selection.

Risk Selection

Cancellations and nonrencwals were fequested on the basis of the elfective date of the
transaction falling within the period under examination. They were reviewed for
compliance with statutory requirements, the accuracy and validity of reasons given and
for any possible discrimination,

Underwriling

New files were selected based on the inception date falting within the period under
examination. New policics were reviewed Tor rating aceuracy, use of filed rates, use ol
filed forms, compliance with company underwriting guidelines and to insure that the
protection provided was as requested. The AARP business is handled by the same
underwriters as other Personal Lines business. The same manuals and standards are used
for both-AARP-and-nonAARP BOSITiEss.

Claims

Claims were requested based on the settlement occurring within the period under
examination. AARP and non-AARP claims are handled by the same claim adjusters.
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The same claims manuals are used for both AARP and non-AARP claims. All elaims
were reviewed for compliance with policy contracts and endorsements, apphicable
sections of the [linois Insurance Code (215 ILCS 5/1 et seq.) and Part 919 (30 1. Adm.
Code 919).

Complaints

Complaints reviewed were those received in calendar year 2010 and those reccived in
2011 prior to the commencement of the Market Conduct Ixam.




o

Selection of Samples

Total # By

Risk Selection Files Reviewed Reviewed

k. Private Passenger Auto 162 80 41.67
Cancellations

2. Private Passenger Auto 427 99 23.19
Nonrenewals

3 tHomeowner Cancellations 354 97 2740

4. Homeowner Nonrenewals 802 103 12.84

b Dwelling Fire Cancellations 30 30 106.00

O Dwelling Fire Nonrenewals 19 19 100.00

7 Producer Terminations 22 22 100.00

Underwriting

I Private Passenger Auto 8634 200 2.32
New Business

2. Homeowner New Business 6581 226 343

3. Dwelling I'ire New Business 335 127 37.91

Claims

i Private Passenger Auto 015 174 347
First Party Median & Paid

2. Private Passenger Auto First 1326 114 8.60
Party Closed Without Payment

3. Private Passenger Auto Third 3453 185 5.36
Party Median & Paid

4. Private Passenger Auto Third 768 104 13.54
Party Closed Without Payment

5. Private Passenger Auto 1053 18 11.21]
Total Losses — First Party

6. Private Passenger Auto Subrogation 711 80 11.25

7. Homeowner Median & Paid 2543 114 4.48

8. Homeowner Closed 1203 103 8.56
Without Payment

9, Dwelling Fire Median & Paid 46 46 100.00

10. Dwelling Fire Closed 20 20 100.00
Without Payment

Complaints

L. Department Complaints 128 i1t 86.72

2. Consumer Complaints 187 108 57.75



v,

FINDINGS

A.

Risk Selection

1.

Private Passenger Auto Cancellations

A total of 80 policy cancellations were examined. As required by 215
iILCS 5/143.14, when canceling a policy the company is required to mail a
notice of cancellation to the insured and to maintain prool of mailing of
such notice. In 13 of the 80 Tiles ( 16.24%), the company was in violation
of 215 11.CS 5/143.14 for tailing to maintain proof of mailing. The prools
of mailing were unreadable and, therefore, the date of mailing could not be
determined. A General Trend Criticisin was issued.

A total of 80 policy cancellations were examined. In 65 cancellations, the
policy had been in effect more than 60 days when the notice of
cancellation was mailed to the insured. When 2 policy has been in effect
for more than 60 days or if such policy is a renewal policy, the company
may cancel only Jor reasons listed in 215 [L.CS 5/ 143.19. The reason(s)
provided on nine (9) of those cancellations (13.85% of the applicable 65
files) failed to be one of those listed and created a violation of 215 (LS
3/143.19. A General Trend Criticism was issued.

A total of 80 policy cancellations were examined. In three (3) of the
cancellation notices mailed to the insured (3.75% of the 80), the reason
provided failed to be a specilic explanation of the reason or reasons for
cancellation. The Company was in violation of 2| SULCS 5/143.15,

Private Passenger Auto Nonrenewals

Ninety-seven files were examined. Thirty-two files (32.99% of the 97)
were in violation of 215 1LCS 5/143.17. In 24 files, the company failed o
maintain proof of mailing of the notice of nonrenewal. In 23 files, prootfs
were provided but were unreadable and. therefore, the date of mailing
could not be determined and, as a result, no proof of mailing maintained.
In an additional one (1) file, the company could provide no proot of’
mailing. In nine (9) more files, the company tatled to provide the insured
the specific explanation of the reasons for nonrenewal. One of the nine (9)
files was also criticized for an unreadable proof of mailing. A General
Trend Criticism was issued.

&

Homcowner Cancellations

Ninety-seven cancellations were examined. As required by 215 11.CS
5/143.14, when canceling a policy the company is required to mail a
notice of cancellation to the insured and to maintain proof of mailing of
such notice. In 25 of the 97 filey (25.77%), the company was in violation
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of 215 11.CS 5/143.14 for failing to maintain proot ol mailing. 'T'he proofs
of mailing were unreadable for 24 files and, therefore, the date of mailing
could not be determined and in one {1} additional file, there was no proof
of mailing maintained. A General Trend Criticism was issued.

One policy was canceled due in part or entirely due to repait/rehab issues
and a rehab letter was required. As outlined in 215 11,CS 5/] 43.27, prior
to sending the insured a notice of cancellation a company must allow the
named insured a reasonable period of time in which to repair the defects in
the insured property (not to exceed 90 days). A notice o f the need for the
repairs shall be from the insurance company. The company failed 1o
provide the insured with that notice and/or allow a reasonable period of
time to make the repairs. The company was m violation of 215 [1.CS
5/143.27 with an error ratio of 100.00%.

Homeowner Nonrenewal 8§

Twenty-three policies were nonrenewed in part or entirely due to
repair/rehab issues. As outlined in 215 H.C'S 5/143.27, prior to sending to
the insured any notice of cancellation or nonrenewal due to rehab issues, a
company must allow the named insured a reasonable period of time in
which to repair the defects in the insured property. A notice of the need
for the repairs shall be from the insurance company. in 23 files (100.00%
of the 23 files requiring the notice), the company failed to provide the
notice and/or allow a reasonabie period of time to make repairs which is a
violation of 215 11.CS 5/143.27 A Class Criticism is applicable for the
error percentage of 100.009%,

Eighteen files (17.48% of the 103 nonrenewals reviewed) were in
violation of 215 1LCS 5/143.17. In 17 files the company lailed to
maintain proof of mailing of the notjce of nonrencwal. The proofy
provided were unreadable and, therefore, the date of muailing could not be
determined and, as a result, no proof of mailing maintained. In an
additional file, the company failed to provide the insured the specific
explanation of the reasons for nonrenewal. A General Trend Criticism
was issued.

In 63 files the policy had been efiective or renewed five (5) or more years,
As outlined in 215 11.CS 5/143.2 L.1 when a policy has been etfective or
renewed five (5) or more years, the company may nonrenew only for
misrepresentation or fraud or the risk originally decepled-hasreastrabte

ncreased, o7 il fone of those reasons, the company may nonrenew if the
insured is provided 60 days notice. In two (2) files (3.17% of the 63}, the
reason provided the insured was not one of the reasons nor was 60 davs
notice given.

Dwelling Fire Cancellations
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in 10 files, the policy had been effective lor 60 days or more. As outlined
in 215 1LCS 5/143.21. when a policy has been elfective for 60 days or if
such policy is a renewal policy, the company shall not exercise its right to
cancel except for nonpayment of premium, misrepresentation or fraud or
for any act which measurably increases the risk ori ginally accepted. In
two (2) liles (20.00% of the 10}, the reason provided the insured was not
one of the reasons listed. A General Trend Criticism is applicable for the
error percentage of 20.00%,

As outlined in 215 1LCS 5/143.14, when canceling a policy the company
is required to mail a notice of cancellation to the insured and to mainfain
proof of mailing of such notice. In four (4) files (13.79% of the 29
reviewed), the company was in violation of 215 11,CS 5/143.14 for failing
to maintain proof of mailing. The proofs of mailing were unreadable for
three (3) files and the date of mailing could therefore not be determined. In
one (1} additional file, there was no prool of mailing maintained at all. A
General Trend Criticism is applicable for the error percentage of 13.79%.

Dwelling Fire Nonrenewals

One policy was nonrenewed in part or entirely due to repair/rehab issues.
As outlined in 215 ILCS 3/143.27, prior 10 sending to the insured any
notice of cancellation or nonrenewal due to rehab Issues, a company must
allow the named insured a reasonable period of time in which to repair the
defects in the insured property. A notice of the need for the repairs shall
be provided by the insurance company. Inone (1) file (100.00% of the
files requiring the notice), the company was in violation of 215 1LCS
5/143.27 with an error percentage of 100.00%.

in nine (9} files, the policy had been effective or renewed five (5) or more
years. Asoutlined in 215 1LCS 5/143.21.1, when a policy has been
effective or renewed live (5) or more years, the company may nonrenew
only for misrepresentation, fraud, or the risk ori ginally accepted has
measurably increased, or if none of those reasons. the company may
nonrenew if the insured is provided 60 days notice. In one (1) file
(11.11% ol the nine (9)), the reason provided the insured was not one of
the reasons nor was 60 days notice given. A General Trend Criticism is
applicable for the error percentage of 11.11%,

Two files (10.53% of the 19 nonrenewals reviewed) were in violation of

ZT5TCS 5714317, T both Tiles the company failed to maintain proof of
mailing of the notice of nonrenewal. The proofs provided were
unreadable and the date of mailing could therefore not be determined and
no proot of mailing was maintained. A General Trend Criticism is
applicable for the error percentage of 10.53%.
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7. Producer Terminations

Twenty-two producer terminations were reviewed. Thirteen of the
producer terminations were by signed mutual agreement and nine (9} were
not. In nine (9) of these nine (9) files, (100.00% or 40.91% of the 22) the
company was in violation of 215 1L.CS 5/141.02(3). The company lailed
to maintain the proof of mailing in eight (8) files and in another file the
termination was cffective January 11, 2011 but the producer signed an
agreement on March 14, 2011, The date signed was not at the time of
written termination and therefore a violation. A Class Criticism is
applicable for the error percentage of 100.00%.

Underwriting
I Private Passenger Auto New Business
= AARP

One hundred AART auto new business files were examined and rated.
Fifty policies were issued through consumer direct business by Trumbull
Insurance Company. Fifty policies were issued through independent
agents by MHartford Fire Insurance Company. Three new business files
were criticized (3.00% of the 100 examined), two (2) by Trumbull, and
one (1) by Hartford Iire Insurance Company. The companies failed to
follow the rules filed with the llinois Department of Insurance pursuant to
50 1. Adm. Code 754.10. There were three (3) overcharges totaling
$45.00 annually and two (2) undercharges totaling $169.00 annually
(some polices have multiple vehicles). The overcharges were refunded.

» Non-AARP

One hundred non-AARP auto new business files were examined and rated.
Fifty policies were issued through consumer direct business by Ilartford
Underwriters Insurance Company, Fifty policies were issued through
independent agents by Twin City Fire Insurance Company. Fourteen new
business files were criticized (14.00% of the 100 examined), six (6} by
Hartford Underwriters Insurance Company and cight (8) by Twin City
Fire Insurance Company. The companies failed to follow the rules filed
with the Hlinois Department of Insurance pursuant to 50 1il. Adm. Code
754.10. There were nine (9) overcharges totaling $13.00 annually and 15
undercharges iotaling $831.00 Hnmmily {some-pohices-have mu}hpk

vehicles). A General Trend Criticism applies. The overcharges were
refunded,

2. Homeowner New Business



There were 10 policies issued (through independent agents for both
AARP and non-AARP). The agents are charged with maintaining the
application. The company failed to provide the applications for 36 of
these 110 policies (32.73%). The company was in violatlon o 215 ILCS
5/132(2) for failing to provide all books, records, documents requested. A
General Trend Criticism applies.

In 34 of the files examined, the property being insured was located in a
mine subsidence county. The company is o issue mine subsidence
coverage in those countics unless waived in writing by the insured as
mandated by 215 1LCS 5/805.1. The company failed to issue the coverage
in two (2) files (5.88% of the 34) creating undercharges totaling $187.00
annually.

¢ AARP

One hundred thirteen homeowner new business tiles were examined and
rated. Fifty polices were issued through consumer direct business by
Property & Casualty Insurance Company of Hartford. Thirty-seven
policies were issued through consumer direct business by Trumbull
Insurance Company, Twenty-six policies were issued through
independent agents by Hartford Casualty Insurance ¢ ompany. Five new
business [iles were criticized (4.42% of the 113 examined), two (2) by
Property & Casualty Insurance Company of Hartlord, and three (3)by
Trumbull Insurance Company. The companics failed to follow the rules
filed with the ilinois Department ol Insurance pursuant to 50 111, Adm.
Code 754.10. There were three (3) overcharges totaling $33.00 annuall y
and two (2) undercharges totaling $267.00 annually. The overcharges
were refunded.

*  Non-AARP

One hundred thirteen homeowner new business files were examined and
rated. Fifty polices were issued through independent agents by Sentinel
Insurance Company. Thirty-four polices were issued through independent
agents by Hartford Accident and Indemnity Company. Twenty-nine
policies were issued through consumer direct business by Hartford
nsurance Company of the Midwest. Eight new business files were
criticized (7.07% of the 113), one (1) by Sentinel Insurance Company,
four (4) by Hartlord Accident and Indemnity Company, and three (3) by
Hartford Insurance Company of the Midwest—The cotpantestaitedto

follow the rules filed with the Illinois Department of Insurance pursuant to
SO ML Adm. Code 754.10. There were six (6) overcharges totaling
$369.00 annually and two (2) undercharges totaling $27.00 annually. The
overcharges were refunded.

Dwelling Fire New Business
25



In 22 new business policy files (seven (7) AARP and 15 Non-AARP), the
property being insured was located in a mine subsidence county. The
company is {o issue mine subsidence coverage in those counties unless
waived in writing by the insured as mandated by 215 ILCS 5/805.1. The
company lailed to issuc the coverage in six (6) policies (27.27% of the 22,
one (1) AARP and five (5) non-AARP) creating undercharges totaling
$365.00. A General Trend Criticism is applicable for the error percentage.

*  AARP (Consumer Direct)

Filly new business files were examined and rated. All are issued by
Hart{ord Underwriters Insurance Company. In 12 of these files (24.00%%),
the company was criticized for failing to follow the rules for applying
rates or rating plans filed with the Department of Insurance pursuant to 50
lil. Adm. Code 754.10. There were six (6) Giles in which the company
tailed to follow the rule Tor rounding creating $6.00 in undercharges and
in four (4) files, there were rounding overcharges of $4.00. In two (2)
additional tiles, the company assigned the incorrect territory number (no
difference in rates). A General Trend Criticism was issued.

¢ Non-AARP (Independent Agents)

The company could provide no evidence that HO-277, “BUILDING
ORDINANCE OR LAW COVERAGE” has been filed with the
Department of Insurance. The compary is in violation with 50 11, Adm.
Code 753.10. A Class Criticism was issued.

The company was criticized for failing to Tollow the rules for applying
rates or rating plans filed with the Department of Insurance pursuant to 50
Il Adm. Code 754.10 in 44 filcs (88% of the 50 examined) and created
undetermined undercharges and overcharges. The errors included
incorrect rounding, giving alarm credit without tle proper verification,
proof of other insurance to obtain account credit, rating as masonry when
the dwelling was frame. A Class Criticism was issued.

The company failed to provide the examiner 3 | applications from the 77
requested (40.26%) in violation of 215 11.CS 5/ 132(2). The company
requires the independent agents to maintain the application. A General
Trend Criticism was issued.

C. Claims
1. Private Passenger Auto First Party Median & Paid

The median payment period was 5 days distributed as tollows:
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Days Number Percent

0-30 168 96.55
31-60 6 3.45
61-90 0 0.00
91-180 0 0.00
181-365 0 0.00
aver 365 0 0.00
Total 174 100.00

There were no trends or areas of concern.
Private Passenger Auto First Party Closed Without Payment

One hundred fourteen files were examined. One file was closed without
payment when the Company sent the insured a denial letter. In that file
the Company failed to include the Availability of the Department of
Insurance on the notice which is g violation of 50 1, Adm. Code
919.50(a)(1). The error percentage is 100.00%,

One hundred fourteen files were examined. Thirty-three of those files
remained unresolved for more than 40 calendar days from the date the loss
was reported requiring a reasonable writien explanation for the delay to be
provided the insured as outlined in 50 Hi. Adm. Code 919.80(b)(2). In
eight (8) files (24.24% of the appiicable 33 files requiring delay letters),
the company was in violation of 50 L Adm. Code 9 19.80(b)(2). The
company lailed to send a delay letter in four (4) liles. The explanation
tailed to be reasonable and explain why the insured had not been paid or
the auto rendered repaired in two (2) files. 1none (1) lile, the explanation
failed to be timely and in another file the delay letter failed to include the
Availability of the Department of Insurance. A 24.24% error percentage
of applicable files is indicative of a General Trend. A General Trend
Criticism applies.

Private Passenger Auto Third Party Median & Paid
The median payment period was 17 days with arbitration, subrogation and
litigation files included and 12 days when excluded and distributed as

foliows:

With arbitration, subrogation and litisation files

Days Number Percent
0-30 129 69.73
31-60 13 7.03
61-90 I8 9.73
91-180 20 10.81
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I81-365 4 2.16

over 365 1 ().54
Total 183 100.00

Without arbitration, subrogation and litigation liles

Days Number Percent
0-30 126 86.90
31-60 8 5.52
61-90 5 343
91-180 §] 4.14
[81-365 0 0.00
over 365 0 0.00
Total 145 100,00

One hundred eighty-five files were examined. Twelve files remained
unresolved in excess of 60 calendar days Iram the date the loss was
reported. A reasonable written explanation for the delay was to be
provided the third party claimant as required by and as outlined in 50 I1I.
Adm. Code 919.80(b}3). In three (3} files (25.00% of the 12), the
Company failed to provide the explanation to the third party. An error
percentage of 25.00% of the applicable files is indicative of a General
Trend. A General Trend Criticism applies.

Private Passenger Auto Third Party Closed Without Payment

One hundred four files were examined. Nine files were closed without
payment when the company sent the third party a denial letter. In four (4)
ol those files (44.44% of the nine (9)), the reason for the denial failed to
be reasonable and fully explain why the claim was denied which is in
violation of 50 1ll. Adm, Code G19.50(a)(2). A 44.44% error pereentage
of applicable files is indicative of a General Trend. A General Trend
Criticism applies.

One hundred four files were examined. T hirty-seven of these Tiles
remained unresolved in excess of 60 calendar days [rom the date the loss
was reported. A reasonable written explanation for the delay was to be
provided the third party claimant as required by and as outlined in 50 1il.
Adm. Code 919.80(b)(3). In five (5) files (13.51% of the 37), the
company was in violation of 50 Ill. Adm. Code 919.80(b)(3). In three (3)
files, a delay letter was not sent. In one (1) file, the delav letter was sent

1ate (day 03) and 1n another file the Availability of the Department of
Insurance was not included in the delay letter. An error percentage of
13.51% of the applicable files is indicative of a General Trend. A General
Trend Criticism applies.



Intwo (2) files (1.92% of the 104 examined), the company failed to make
a bonafide effort to contact the third party within 21 days after notification
of loss when hability was reasonably clear as is required by 215 ILCS
5/154.6(c) and as defined in 50 11l. Adm. Code 919.40. In one (1) file, the
first attempt to contact the third party was on day 38 and in the other file,
no attempt o contact was made. The company reopened that file which
resulted ina payment of $14,015.35 to the third party.

Private Passenger Auto Total Losses - First Party

50 M. Adm. Code 919.80(c¢) requires that when the insured vehicle has
been determined a total loss the company shall provide the insured with, at
a minnmur, the information contained in Exhibit A. The company
provided the insured some of the information contained in Exhibit A, but
not all of the information contained in Exhibit A. Section *1) Total Loss
Claims™ and the verbiage under that Section was omitied. The company
corrected the error during the examination. A Class Criticism was issued.

One hundred eighteen total loss files were examined. In 51 files, the
company paid sales tax and/or transfer and title fees on the replacement
vehicle for the insured total foss. Company practice is to pay taxes and/or
fees only upon proof of a replacement vehicle and faxes and fees incurred.
As outlined in 50 1l Adm. Code 919.80(c)(3)(A)(i), the company is
required to reimburse only the amount of the applicable sales tax and
transfer and title fees incurred by the insured. The applicable fees are
$120.00. Title fees are $95.00 and transfer fees are $25.00. 1n 26 files
(50.98% ol the 51), the company failed to pay the applicable fees crealing
24 overpayments totaling $2,763.84 and two (2) underpayments totaling
$136.40. Payment to the insureds has been made on the underpayments.
A Class Criticism was issued.

Thirteen files remained unresolved in excess of 40 calendar days from the
date the loss was reported requiring a reasonable written explanation for
the delay to be provided the insured as outlined in 50 HI. Adm. Code
919.80(b)(2). In three (3) files (23.08% of the applicable 13 files
requiring delay letters), the company was in violation of 50 1il. Adm. Code
919.80(b)(2). The company failed to send a delay letter in two (2) files
and in one (1) file, the explanation failed to be reasonable and full y
explain the reason for the defay. An error percentage of 23.08% of the
applicable fites is indicative of a General Trend. A General Trend
Criticism applies.

Company practice is to pay sales tax and/or transfer and title fees only
with proof of a replacement vehicle, the prool being a copy of the bill of
sale and/or information regarding payment of sales tax and fees. In four
(4) files (7.84% of the 51 files in which taxes and/or fees were paid), the
company had no documentation of the replacement vehicle with taxes and
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tees paid. The claim notes indicated the insured purchased a replacement
vehicle but the documentation was not in the [ile and the examiner could
not verify if proper taxes and [ees were paid. The company was in
violation of 50 IIl. Adm. Code 919.30(c) for lack of the proper
documentation and a General Trend Criticism was issued.

To determine the market value of the insured total loss vehicle, a company
must use one (1) of the sources described under 50 [l Adm. Code
919.80(c)2). The company failed to use one (1) of those sources in four
(4) files (3.39% of the 118 total loss files reviewed).

In three (3) files (2.54% of the 118 examined). the company was in
violation of 50 Il. Adm. Code 919.80(c) for failing to send the insured the
informational letter commonly known as the right of recourse letter and/or
Exhibit A in a timely manner. The letter is required to be sent within
seven (7) days of the insured vehicle being determined a total loss. In
these three (3) files, the letter was sent on days 10, 13 and 34, respectively.

The company was criticized for making two (2) claim overpayments
totaling $44.50. The company inadvertently paid a fec of $8.50 in one (1)
file which was not required and in another file. it transposed $11.104.00 to
$11.140.00 and made a $36.00 overpayment.

Private Passenger Auto Subrogation

There were no eriticisms.

Homeowner Median & Paid

The median payment period was 16 days distributed as follows:

Days Number Percent
0-30 85 74.56
31-60 14 12.28
61-90 8 7.02
91-180 6 5.26
181-365 0 (.00
over 365 1 .88
Total 114 100.00

Nine files remained unresolved for more than 75 calendar days from the

datethe foss was reported TequiTing @ reasonablc writlen explanalion for
the delay to be provided to the insured as outlined in 50 . Adm. Code
9.BOA)(7HB). Inone (1) file (11.11% of the nine (9) applicable files
requiring delay letters), the company was in violation of 50 lll. Adm. Code
919.80(d)(7HB). The company failed to send a delay letter. The 11.11%
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error percentage of applicable files is indicative of a General Trend. A
General Trend Criticism applies.

8. Homeowner Closed Without Payment
Four files remained unresolved for more than 75 calendar days from the
date the loss was reported requiring a reasonable written explanation for
the delay to be provided the insured as outlined in 50 1. Adm. Code
919.80(d)}7¥B). In one (1) file (25.00% of the applicable four (4) files
requiring delay letters), the company was in violation of 50 1. Adm. Code
919.80(d)(7)B). The company failed to send a delay letter. The 25.00%
error percentage of applicable files is indicative of a General Trend. A
General Trend Criticism applies.

9. Dwelling Fire Median & Paid
The median payment period was 12 days distributed as follows:
Days Number Percent
0-30 34 73.91
3160 6 13.04
61-90 3 6.52
91-180 2 435
181-365 I 2.17
over 365 0 0.00
Total 46 100.00
Four files remained unresolved for more than 75 calendar days from the
date the loss was reported requiring a reasonable written explanation for
the delay to be provided the insured as outlined in 50 1. Adm. Code
919.80(d)}7HB). In two (2) files (50.00% of the applicable four (4) files
requiring delay letters), the company was in violation of 50 1L Adm. Code
919.80{d)7)(B). The company failed to send delay letters. The 50.00%
error percentage of applicable files is indicative of a General ‘Trend.

10.  Dwelling Fire Closed Without Payment
There were no criticisms,

D. Complaints
i Departrent-Comptaints

The company was criticized for being in violation of 50 1l Adm. Code
926.50 for maintaining Department of Insurance Complaints other than as
outlined in Exhibit A and as defined in Exhibit B.
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b

Consumer Complaints

The company was criticized in violation of 50 1L Adm. Code 926.50 for
maintaining Consumer Complaints other than as outlined in Exhibit A and
as defined in Exlubit B.

One hundred eight Consumer Complaints were reviewed. Ninety-cight of
those complaints were from policyholders and were sent to the company
in a writlen format. Companics are required by 215 1LCS 5/143d to
provide a written response to written inquiries and complaints within 21
days of receipt. In 60 files (61.22% of the 98 wrilten complaints received
and 55.55% of the 108 complaints reviewed), the company was in
violation of 215 1LCS 5/143d and a Class Criticism was issued. In 58
files, the company failed to respond in a written manner, and in two (2)
files, the written response exceeded 21 days.




V. INTERRELATED and/or ADDITIONAL FINDINGS

. When delay letters were due or were sent (0 private passenger auto insureds or
third party claimants, and homeowner or dwelling fire insureds, the company
failed to provide the reasonable written explanation for the delay as required by
and as outlined in 50 11, Adm. Code 919.80(b)2) and 50 1. Adm. Code
919.80(b)(3) and 50 H1. Adm. Code 919.80(d}7XB) in 23 out of 112 times
{20.54%). A General Trend Criticism is applicable for the following surveys:
Private Passenger Auto Closed Without Payment, Private Passenger Auto Third
Party Median and Paid, Private Passenger Auto Third Party Closed Without
Payment, Private Passenger Auto Total Losses, Homeowner Median & Paid,
Homeowner Closed Without Payment, and Dwelling Fire Median & Paid.

# of times delay # of times not sent or

Survey letter was due sent incorrectly
First Party Auto Median & Paid 0 N/A
First Party Auto C.W.P. 33 8
Third Party Auto Median & Paid 12 3
Third Party Auto C.W.P 37 5
Total Losses 13 3
Homeowner Median & Paid 9 i
Homeowner C.W.P. 4 ]
Dwelling Fire Median & Paid 4 2
Dwelling Fire C.W.P. 0 N/A
i12 23

2. When policies covering property were canceled or nonrencewed due to rehab

1ssues, the company failed to ofter time to repair defects in the property, or did so
improperly, prior to sending the termination notice as is required by and as
outlined in 215 1L.CS 5/143.27. The company was in violation 75 of 75 times
(100%). The company was criticized in the Homeowner Cancellation Survey and
the Dwelling Fire Nonrenewals Survey. A Class Criticism applies for the
Homeowner Nonrenewals Survey.

# times policies

terminated # times in violation

Survey due to rehab of 215 1LCS 5/143.27
Homeowner Cancellations i H
Homeowner Nonrenewals 23 23
0 IR | B E VT N S L. 1 1
EIV\‘\,IIEIRE 1T TNURTI TGV ATLS __i_ WW“L

25 23

3. When issuing homeowner or dwelling fire policies in which the property is

located in a mine subsidence county, the company is required by 215 ILCS
5/805.1 to issue the policy with mine subsidence coverage unless waived in
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writing by the insured. The company failed to do so in eight (8) of 56 instances

(14.29%).
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VI.  TECHNICAL APPENDICES

A. Private Passenger Auto Uirst Party Median - 5 days

MEDIAN
DISTRIBUTION
gta)ie%%yr’; Number Percent
0-30 168 96.55%
31-60 6 3.45%
61-90 0 0.00%
| 91180 1 0 0.00%
181-365 0 0.00%
over 365 0 0.00%
Total 174 100.00%
Median Distribution

n3-30

ga360

®E61-50

091180

B 181-365

Cover 365
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B. Private Passenger Auto Third Party Median - 17 days

MEDIAN
DISTRIBUTION | a
No. Days
Category Number Penfint_
0-30 129 69.73% |
31-60 13  7.03%
61-90 1l 973%
91-180 20 | 10.81%
181-365. | 4 o o | 200%
~_over 365 1 0.54% |
Total 185 100.00%
=  E—
Median Distribution
0%
2%
5030
83160
25190
091180
#181-368
Bover 365
C. fomeowner Median — 16 days



MEDIAN
DISTRIBUTION
No.
Days Number Percent
Category
0-30 85 B 74.6%
31-60 14 12.3%
91-180 6 5.3%
181-365 0 0.0%
over 365 1 0.9%
Total 14 100.0%

Median Distribution

0.0%
5.3%
0.8%

T.0%

-\

80-3
83150
86150
091-180
B181-365
Bover 365

Dwelling Fire Median - 12 days
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MEDIAN DISTRIBUTION
# Days Number Percent
0-30 34 73.91%
31-60 6 13.04%
61-90 3 6.52%
91180 | 2 4.35%
181-365 | 1 B 2.47%
| over 365 0 0.00%
Total 46 100.00%
Median Distribution
T
4.9% S0%
£5%
o300
83180
& mi1-80
£191-180
W181-365
Bover 365
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STATE OF ILLINOIS )
) 85
COUNTY OF COOK )

Roger Henschen, being first duly sworn upon his oath, deposes and says.

That he was appointed by the Director of Insurance of the State of Illinois {the “Director”} as
Examiner-In Charge to examine the insurance business and affairs of:

Hartford Insurance Company of linois, NAIC #38288

Property & Casualty Insurance Company of Hartford, NAIC #34680
Sentinel Insurance Company, NAIC #11000

Trumbull Insurance Company, NAIC #27120

Hartford Fire Insurance Company, NAIC #19682

Hartford Underwriters Insurance Company, NAIC #30104

Twin City Fire Insurance Company, NAIC #29459

Hartford Casualty Insurance Company, NAIC # 29424

Hartford Accident and indemnity Company, NAIC #22357

Hartford Insurance Company of the Midwest, NAIC #37478

That, as Examiner-In-Charge, he was directed to make a fuil and true report 10 the Director
of the examination with a fuli statement of the condition and operation of the business and
affairs of the Companies with any other information as shall in the opinion of the Examiner-
in-Charge be requisite to furnish the Director with a statement of the condition and
operation of the Companies' business and affairs and the manner in which the Companies
conduct their business;

That neither he nor any other persons designated as examiners nor any members of their
immediate families is an officer of, connected with, or financially interested in the
Companies nor any of the Companies’ affiliates other than as policyholders, and that
neither he nor any other persons designated as examiners nor any members of their
immediate families is financially interested in any other corporation or person affected by
the examination;

That an examination was made of the affairs of the Companies pursuant to the authority
vested in the Examiner-in-Charge by the Director of Insurance of the State of lllinois;

That he was the Examiner-in-Charge of said examination and the attached report of
examination is a full and true statement of the condition and operation of the insurance
business and affairs of the Companies for the period covered by the Repo determined

by the examiners;
That the Report contains only facts ascertained from the books, papets, regérds, or

documents, and other evidence obtained ¥ investigation and examined /ef? ascertained
from the testimony of officers or agents

ther person xamineg’un r oath concerning
the business, affairs, conduct, and p mance 7&)6’ ompanies.
vy oy

/

Roger Henschen
Examiner-in-Charge

Subscribed and sworn to before me
this | day of Ru%,:s"f , 2013,

//éxm /:4/%’(;

fotary Public
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IN THE MATTER OF:

HARTEORD INSURANCE COMPANY OF ILLINOIS
PROPERTY & CASUALTY INSURANCE COMPANY OF HARTFORD
SENTINEL INSURANCE COMPANY

TRUMBULL INSURANCE COMPANY

HARTFORD FIRE INSURANCE COMPANY

HARTFORD UNDERWRITERS INSURANCE COMPANY
TWIN CITY FIRE INSURANCE COMPANY

HARTFORD CASUALTY INSURANCE COMPANY
HARTFORD ACCIDENT AND INDEMNITY COMPANY
HARTFORD INSURANCE COMPANY OF THE MIDWEST
(*THIZ HARTFORD COMPANIES™)

STIPULATION AN CONSENT ORDER

WHERFEAS, the Director (Director) of the Illinois Department of Insurance (Department) is a
duly authorized and appointed official of the State of Iilinois, having authority and responsibility for the
enforcement of the insurance laws of this State; and

WHIEREAS. The Hartford Companies are authorized under the insurance laws of this State and
by the Director 1o engage in the business of soliciting, selling and issuing insurance policies: and

WHEREAS. a Market Conduct Examination of The Hartford Companies was conducted by duly
qualilied examiners of the Department pursuant to Sections 131.21, 132, 401, 401.5, 402 and 425 of the
Illinois Insurance Code (215 ILCS 5/131.21, 5/132. 5/401, 5/401.5, 5/402 and 5/425): and

WHIERTEAS, the Department examiners have filed an examination report as an official document
of the Department as a result of the Market Conduct Examination; and

WIIERI:AS sa1d report cued various areas in whu:h The Hartford Compameg were not in
M & ® SHE RS W ¥e, ) & . 2E . [ [16:1) s I' {]

Adm Code 101 et xeq) and

WHEREAS, nothing herein contained. nor any action taken by The Hartford Companies in
connection with this Stipulation and Consent Order, shall constitute, or be construed as, an admission of
fault, liability or wrongdoing ol any kind whatsoever by The Hartford Companies.

WHEREAS. The Hartford Companies are aware of and understand their various rights in
connection with the examination and report, including the right to counsel, notice, hearing and appeal
under Sections 132. 401, 402, 407 and 407.2 of the Iilinois Insurance Code and 50 Til. Adm. Code 2402,
and
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WHEREAS, The Hartford Companies understand and agree that by entering into this Stipulation
and Consent Order, they waive any and all rights to notice and hearing; and

WHEREAS, The Hartford Companies and the Director, for the purpose of resolving all matters
raised by the report and in order to avoid any further administrative action, hereby enter 1nto this
Stipulation and Consent Order.

NOW. THEREFORE, IT 1S agreed by and between The Hartford Companies and the Director
as follows:

L. That the Market Conduct Examination indicated various arcas in which The Hartford
Companies were not in compliance with provisions of the [llinois Insurance Code and/or
Department Regulations: and

2. That the Director and The Hartford Companies consent to this order requiring The
Hartford Companies to take certain actions lo come into compliance with provisions of
the Tllinois Insurance Code and/or Department Regulations.

THEREFORE, IT 1S HEREBY ORDERED by the undersigned Director that The Hartford
Companies shall :

l. [nstitute and maintain procedures whereby The Hartford C ompanies maintain proofofl
mailing of the notice of cancellation of a private passenger automobile policy as required
by 215 1LCS 5/143.14.

b

Institute and maintain procedures whereby The Hartford Companies shall not exercise the
option o cancel a private passenger automobile policy that has been in effect for 60 days
except for one or more of the reasons provided in 215 1ILCS 5.143.19.

3. [nstitute and maintain procedures whereby The Hartford Companies maintain proof of
mailing of the notice of nonrenewal of a private passenger automobile policy and
provides a specific explanation of the reasons for nonrenewal of a private passenger
automobile policy as required by 215 [LCS 5/143.17.

4. Institute and maintain procedures whereby The Hartford Companies maintain proof of
mailing of the notice of cancellation of a homeowner policy as required by 215 ILCS
5/143.14.

5. Institute and maintain procedures whereby an insured whose homeowner
policy is being canceled due to a need to repair defects in the property is provided a

B

notice of need To Tepair and @ TeasoTabte time-to smake-suchrepairs as outlined in 215
1L.CC 3/143.27.

6. [nstitute and maintain procedures whereby an insured whose homeowner
policy is being nonrenewed due to a need to repair defects in the property is provided a
notice of need to repair and a reasonable time to make such repairs as outlined in 215
ILCC 5/143.27.




10.

1L

12.

13.

14.

15.

Institute and maintain procedures whereby The Hartford Companies maintain proof of
mailing of the notice of nonrenewal of a homeowner policy and provide a specific
explanation of the reasons for nonrenewal of a homeowner policy as required by 215
1ILCS 5/143.17.

Institute and maintain procedures whereby The Hartford Companies shall not exercise the
right to cancel a dwelling fire policy that has been eflective for 60 days, or if such policy

~

is a renewal policy. except for one or more of the reasons provided in 215 ILCS 5/143.21.

mailing of the notice of cancellation of a dwelling fire policy as required by 215 ILCS
5/143.14.

Institute and maintain procedures whereby an insured whose dwelling fire

policy is being nonrenewed due to a need to repair defects in the property is provided a
notice of need to repair and a reasonable time to make such repairs as outlined in 215
1LCC 5/143.27.

Institute and maintain procedures whereby The Hartford Companies shall not exercise the
right to nonrenew a dwelling fire policy that has been effective or renewed for five (5) or
more years except for: (1) misrepresentation or fraud: (2) the risk originally accepted has
measurably increased: or (3) the insured has received 60 days notice of the intention of
The Hartford Companies not to renew as is outlined in 215 ILCS 5/143.21.1.

Institute and maintain procedures whereby The Hartford Companies maintain proof of
mailing of the notice of nonrenewal of a dwelling fire policy as required by 215 IL.CS
5/143.17.

Institute and maintain procedures whereby The Hartford Companies maintain proof of
mailing of the notice of producer termination as required by 215 ILCS 5/141 .02(3) or has
evidence ot a mutually signed agreement.

Institute and maintain procedures whereby The Hartford Companies follow the rules/rates
filed with the Illinois Department of Insurance pursuant to 50 [ll. Adm. Code 754.10
when rating and issuing non-AARP private passenger automobile policies.

Institute and maintain procedures whereby The Hartford Companies monitor and enforce
the maintenance of AARP and non-AARP homeowner applications by independent
agents so as to provide applications when requested and to avoid being in conflict with

16.

215 ILCS 5/132(2).

Institute and maintain procedures whereby AARP and non-AARP dwelling fire insureds
who have dwellings insured in mine subsidence counties are provided mine subsidence
coverage, unless waived by the insured in writing, so as not to be in violation of 213
LL.CS 5/805.1.



17.

18.

19.

21

22.

23.

24.

25.

Institute and maintain procedures whereby The Fartford Companies follow the rules filed
with the 1llinois Department of Insurance pursuant to 50 11, Adm. Code 754.10 when
rating and issuing AARP dwelling fire policies.

Institute and maintain procedures whereby endorsements used in dwelling fire policies
are filed with the lllinois Department of Insurance as not to be in conflict with 50 1H.
Adm. Code 753.10.

Institute and maintain procedures whereby The Hartford Companies follow the rules/rates
filed with the lllinois Department of Insurance pursuant to 50 111. Adm. Code 734.10
when rating and issuing non-AARP dwelling fire policies.

Institute and maintain procedures whereby The H artford Companies monitor and enforce
the maintenance of non-AARP dwelling fire applications by independent agents so as to
provide applications when requested and to avoid being in conflict with 215 ILCS
5/132(2).

institute and maintain procedures whereby the Availability of the Department of
Insurance is included on a denial letter sent to the insured as required by 50 Ill. Adm.
Code 919.50(a)(1).

[nstitute and maintain procedures whereby a private passenger automobile insured whose
collision claim remains unresolved for more than 40 days and will be closed without
payment is provided a reasonable written explanation for the delay as outlined in 50 111
Adm. Code 919.80(b)(2).

Institute and maintain procedures whereby a third party claimant who receives property
damage payments from The Hartford Companies under an insured private passenger
automobile policy is provided a reasonable written explanation for the delay when the
claim remains unresolved for more than 60 calendar days as required by 50 Il Adm.
Code 919.80(b)(3).

Institute and maintain procedures whereby a reasonable written explanation for the denial
sent to a third party claimant fully explains why the claim has been denied so as not to be
in conflict with 30 Il Adm. Code 919.50(2)(2).

Institute and maintain procedures whereby a third party claimant whose property damage
claim is closed without payment but had remained unresolved for more than 60 calendar
days is provided a timely reasonable written explanation for the delay, including the

Availability of The Departiment of frsurance;as euthned-in-50-Hl-Adm.Code
919.80(b)(3).

Institute and maintain procedures whereby all of the required minimum information
contained in Exhibit A is provided to the insured when the insured vehicle is determined
to be a total loss as is required by 50 1l. Adm. Code 919.80(c).




28.

29,

30.

34.

35.

36.

Institute and maintain procedures whereby the applicable transfer and title fees are paid
to the insured for the total loss to the insured vehicle as outlined in 50 [il. Adm. Code
919.80(cH3NA)).

Institute and maintain procedures whereby a private passenger automobile insured who
experiences a total loss to its vehicle and whose claim remains unresolved for more than
40 days is provided a written explanation for the delay and that explanation is rcasonable
as is required by 50 Ili. Adm. Code 919.80(b)(2).

Institute and maintain procedures whereby documentation of the bill of sale and/or
information on taxes/fees of the reptacement vehicle of the insured total loss is
maintained as mandated by 30 Il Adm. Code 919.30(¢).

Institute and maintain procedures whereby a homeowner insured whose claim remains
unresolved for more than 75 calendar days and who eventually receives payment is
provided a reasonable written explanation for the delay as outlined in 50 lil. Adm. Code
919.80(d)(7)(B).

Institute and maintain procedures whereby a homeowner insured whose claim remains
unresolved for more than 75 calendar days and is eventually closed without payment is
provided a reasonable written explanation for the delay as outlined in 30 [il. Adm. Code
919.80(dX7)(B).

Institute and maintain procedures whereby a dwelling fire insured whose claim remains
unresolved for more than 75 calendar days and eventually receives payment is provided a
wrillen explanation for the delay as outlined in 50 Ill. Adm. Code 919.80(d}7)(B).

Institute and maintain procedures whereby the Department of Insurance complaint log is
maintained as outlined in Exhibit A and as defined in Exhibit I3 as is required by 50 Iil.
Adm. Code 926.50.

Institute and maintain procedures whereby complaints received directly from the
consumer are maintained as outlined in Exhibit A and as defined in Exhibit B as is
required by 50 11l Adm. Code 926.50.

Institute and maintain procedures whereby a written response is provided within 21 days
to written inquiries and complaints from policyholders as mandated by 215 11.CS 5/143d.

Institute and maintain procedures whereby homeowner and dwelling fire insureds are
provided an opportunity to rehab their property as outlined in 215 ILCS 5/143.27 prior to

being sent a termination notice.

Institute and maintain procedures whereby any policy covering property that is located in
a mine subsidence county is provided mine subsidence coverage unless waived in writing
by the insured as required by 215 ILCS 5/805.1




38, Submit to the Director proof of compliance with the above 37 Orders within 30 days of

receipt of these Orders.

39.  Pay to the Director a civil forfeiture in the amount of $30,000 to be paid within 30 days
of receipt of these Orders.

NOTHING contained herein shail prohibit the Director from taking any and all appropriate
regulatory action as set forth in the Iilinois Insurance Code, including but not limited to levying
additional forfeitures, should The Hartford Companies violate any of the provisions of this Stipulation
and Consent order or any provisions of the Illinois Insurance Code or Department Regulations.

DEPARTMENT OF INSURANCE of the

On behall of The Hartford Companies:
5 ' State of lllinois:
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Name DATE:

Subscribed and sworn to before me this

Lrday of osename AD 2013
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Illinois Department of Insurance

PAT QUINN ANPREW BORON

Governor Director

DPecember 18, 2013

Rachel Pattison

Associate Counsel

Commercial Markets Claim Compliance
The Hartford Financial Services Group, Inc.
Law Department, Mailstop T-9-106

One Hartford Plaza

Hartford, CT 068155

Re: Hartford Companies
Market Conduct Examination Report

Dear Ms. Pattison;

The company has submitted to the Department proofs of compliance with Order # 1 through
Order # 37 and has submitted the $50,000 civil forfeiture as outlined in the Stipulation and
Consent Order issued by the Department. These proofs of compliance have been reviewed
and are satisfactory.

The Department is closing its file on this exam. |intend to ask the Director to make the
Examination Report available for public inspection as authorized by 215 ILCS 5/132.

Sincerely,

Caryn C. Carmean, ACAS, MAAA.

Acting Deputy Director Consumer Qutreach and Protection
[Hinois Depariment of Insurance

320 West Washington Street

Springfield, Il 62767

217-557-7311

Caryn.Carmean@illinois.gov

320 West Washington St
Springfield, Winois 62767-0001
(217} 782-4515

nHe Amsirance Hinois aov




